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Sumebuttal'l'estimony

Ql. Please state your namet occupationr and business address.

Al. My name is Brian E. Mnn. I am the Director of Finance & Economics at the Vermont

Department of Public Service (the "Department" or "PSD"). My responsibilities include

direction of Utility Finance and Economics group activities for the Department and the

State of Vermont. My business address is 112 State Street Montpelier, Vermont 05620.

Q2. Are you the same Brian W. Winn that filed direct testimony in this case on August

I 0, 2018?

42. Yes.

Q3. What is the purpose of your testimony?

43. In my testimonyJ-I-provide an overview of the Departmenl$e{lPtrblk-{icr+iee's revised

recommendation to reduce thc Green Mountain Power-lCglpgfaligg's-(:9lVlP') requested

revenue requirement by approximately $3.4 million. 
-....M_y 

t-esli-$g;.ryiLalse respondgs to

thE+obtr*al+es+i{*onfof the prefiled rebuttal testi$rony of Edrnund R}'an and Brian otley

regarclirrg GM[)'s rate drivers. I also adclress portionsa*d Josh Castonguav's rebuftal

tesiimony lhat discuss GMP's innovative services. Finally. I introduoe and discuss a

Memoran<lurn of_tlndelstanding ('M(Xl") hetrveen the Denartnrent and GMP 11tat

estAblishes flnanci{ill as$urancg reqUif-emcnts foj the GMP ioint-vsnure {JV.) solar/stgJ*?ge
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projects that nre included in this rate case.-sa4introdrr6€s-the-reblrt$41-test'hntNr*e$'the

Depirtrnent's witriesses; &ftd brie*lt' diseusses innevetive serviees,

Q4. Can r:ou b"-rieflv describe hqw.SNIP modified it!-rate reguest in its rebuttal

tcstimonv ?

A4. Yes. ]'hroush its rebuttal testimon),. GMP+ recluced its reguested*a*e*i{in€i-r'vi+b+,he

@bose-rate tragg increase (2o* 5.43 percent. Wben

g-Sg9u[tiqg.-ti]L1hg-pereent-rvhieh-,is-off'set'by-a onetime bill credit associated with

returning excess Accumulated Defered Income ltaxesj.jl\DlT:) as a result of the recent

federal tax legislationlSlVll4grvglqpgggg. arc14he-$elr€${t-i5-s rate decrease of 0.9

percent-lir*retrx for a nine month period starting January l,20lg. GMII's revised rale

rvith Globallrounclries (whioh is cur.ently under revierv hy the Q{)mrnissim in Case I l}-

3LO0-g0wever (iMP's propose ey exclude5 the impact of the

Glgb.t[ggldllgsF sales becarlse 6MP.!p1ieve9- it is appr.o.priatee*tlreiF"ss$baii$

prefe+ri*g to wait for a final Cornrnission clecision its rate desisn preposqt in Casq 18-

2850. r,vhiclr GMP initiallv requested to take efl'ect onArrril l" 2019fer*M{r+of-*he

@l+g. If the special coutract willr (ilobalFouudires is apnroved

hy-. the Olnmissiln in its entirel),. $he total request from GMP would be and the net

result would be 
:,,,,,,,,, 

'
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Q5. What is the Department's recommendation regarding GMPt+e-Crrn*pos-v's

requested rate increase?

45-GMP filed a 1e-yi--s....-e..S..cost-of-service ('COS')-$-]sd--e-l that reflects a$25.112 million

revenue deficiency. rt-bich as noJed above.

with GlobalF'oundries. !|ased on the late adiustment recomnrendalions that it has made in

this case. !*he Department concludes that the Commission should apnrove a COS:$

evorcil.eenel*,rion-i$ that lq.flectsther+is a deficiency of $Sil million. Therefore, the

Company's request of 5.43 percent is reduced 1o tfli% percent. lt is ilnportallt to note that

the Dep.ad-rpent's re-c,gmmendgs! C0S-i$c-l-udes GlobalFoqndries rate-lock fiom thg

special contract. The Departrnent supports Commission aporoval ofthat contract and rvill

outline the basis of its supnort in a recommendation that the Department will file in Case

1 8-3 160. The table below summarizes the Department's proposed adjustments to GMP's

reconrmencled COS:

4.5-
Summary of DPS Adiustments to GMP Cost-of'service

si*ialt s.{!G

$6u $na ,' 'm p $*sx

r*i$i" **$t
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DPJ COS,Deffoiency s2i,687 4.7C%

Mr. Jacob Thomas of GDS Associates has prepared a revised cos model to summarize

the final rate impact of the Department's recommendations.lyhigh.i5:llAghg(lo Mt

Tlpma-sl-c.s.tur-e--bu-6g!-t-e-$I-im--o--r-ly.as-.-E:hihit-P$D:J-MT-"3.. Mr. Thomask pi-r;p-gg-e-d his COS

model bl, rvorkiqs from the native Microsofi Excel flle for !vlr. Ryan',s Exhibit GMJ:ER-

I (rev), which GMP provided to 1he Derrartrnent during discoverv.{regi+ls-v*ith{heAs

cliscussecl in his rebuttal testimon)'. re+isod eO[i sutr*ritte

@ ma{kes a series oladjustments to rate base and

capital spending in GMI's modcl tp accoUnt fbr th-e-Departn-e..nt's reco.rLilendatiqlffi

r:Jflq complcte<l various flow--through-4dius!$eDis ro flre!OS ng-del .bascd fcedback thal

thrl Department received fiorn GMP

ffi**e+ials-at+discovery responses.

Q6. Have the Department and GMP reached agreement on any adjustments proposed in

the Department's direct testimony?

A6. Yes. GMP has adopted the Departmentls recommendation that $397,682 be removed

from Transmission costs to reflect actual Regional Network Service C'RNS) charges, the

adjustment to the short term-debt rate component of the g€ost:-o!-capital, and agreed

with aportionee+{ain of the l)epartment's uroposed capital spending reductions. While

GfuIP does not.aglee rvith the Department's recornrnendations on the 'l'esla Powerrvall

nrogran. it did nrake a slight adjustment to the capital snending lbr this projg-oj due to
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levised.scheduling lor tlre build-oui olthe Powerwall project. GMP Algghg|t propose!€l to

adjust jflrhe-r+ayi$accounfl,!]gs for RECs held for sale in a manner that is acceptable to

the Department. Finally, GMP has a.gre€d*to a.pfe+ided financial assurance m-ech-anisrn

Itgla+ound the performance ofthe LV Storage/Solar projects. u'hich I discuss

this testimony.

tes+ise"y'

Q7. Please briefly summarize the Department's proposed adiustments to GMPs CQ$ost-

sf serriee?

A7. The Department continues to recommend that the commission remove the Tesla

Powerwalls, Heat Pump water Heaters, certain T&D projects and a portion of blanket

projects from rate base in the case, for a total rate base reduction of$34.1 million. I will

provide additional details on these items later in my ltestimoni.

Q8----I*astfre-rsbu+telt€$tiffreryofGMPe'h**ged-the-De'p*Ftn0sn1tr€eors*roml**ie*s

rcgerdtng CMP's eop

Propsabf-R$Ps.-)-wherl-mt*tipk*vendors*retrvai{ablq€}maj*k}i*&lequ*te

sonteffiprrrsn€{rtt{t-

preeesses; (3) impreve its metlrods f'sr prieritizing relir#ilit)'prqieets; and (1) f]ollerr o

Comlrcrted [BDll: Brie,

I suggGt emovin8 this Q&A on €pial procs. With $e cxeption
0re powd suDply ponion (which Ed ad&cs6 in his r6dndy) it
repsts thc mmm$datioc &om ou dirsl tcstimooy with@t uy
sdditional.aralysiS dr dirsl 6po6e to GMP's rebuttal tetimony.
The poim is drody in yow dir*t lgtif,ony, ud w should try to
k€sD sur€buttal tstisony s diteqt s 9ossibl6.
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{{}rp-{;-ttr{'wovee[jd*ardM$trer*a** rt€{i{,1{*wi+h{'€iipoou(Fi$e{rl-r+l*nlw1l}(}Mkd

Rate DriverAnalYsis

Qtd}q, ............

recommendcd *Dlrroach to comparing ratc drivers over a morc cxDandcd time

pcriod than a more limited period betrvccn tltis case and,last vcar's ratc casellid

GMP-.rebu.t you*..€olrel*s.ion..tha.t-an-analy*i*-of the-rote rlriver*-foeusing-on.the

numbers in thi$ €ase weuld require too many edjustments to the nine month test

p€riod ond rofe Perl ?

'qr)-ng-^ 
No. When I rrresentetJ the rate driver analysis in mv direcl testinrony, I focused on a

broader tine periocl as an attenlpt to rnitigate the afllect ol'shori-term anomalies that maY

nirre--nonth COS in this casg I do rc

<lf-Uny decision to ibcus cln a brorder time period'Ne.

Ql$,$Jg_How do you respond to-sr. Brian otley's snccific criticism of your analysis

of the main cost drivers of GMP rate increases?

,{9. Ir4r.Ilian Otley testifiess*r1es that GMP strongly disagrees the conclusion that GMP rate

base growth is a key driver of cost groMh from 2013 to 2018. llg prooeeds+*d tohen

provides a narrative description of all the benefits of GMP's capital spending. My

.c-o-ncgrn w-if-h-.-M.f,..-Q-Il-e.fls'r-ebufta-1..fp-sfim-o,-lJ*is. iltsis+estisegy consists of general
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statements and oursory ?rnalvsis. Mr. Otley did n<rthe provide$ g+1o numerical analysis to

suppgrtbaeklp his claim that GMP's capital spending is not a key driver of costs. In fact,

M--r--Qjlpy-he claims that some GMP investments reduce costs to rate payers. but produces

no data to back up his claims. In response to a discovery fequest to produce any analysis

he conducted to support his claims, he provided additional narrative and a one-page

graphic with no supporting data.

Al0. 
-Lb--elievc-1ha1-M,r. 

Otley'g..rebu *-

tltat!-I irtc0ded to coJyrpyin rnv dlrggt testinloqy on the rate driver analv:s-is. I did nold-ircI:tlri

challense the rate pa),cr value or riecessity of GMP's capital spending in this ana[-sis, rather I

intended to clemonslrate tlrat GMll's rate base has been Erowing on a steady upward traje,ctorv.

M.r, rate clriver anal.vsis is intendecl to be a clinical. objective review of the relevturt numbers.

which show that (iMP's,rale bzr.se has grown and that this grorvth is putting upwald nressure

on (iMP's riltes.

Q.L1*1!._Does the Depafiment still believe the analysis of the rate trends for the period

2013 through 2018 presented in yggi** direct testimonyr is an accurate

representation ofthe key cost drivers contributing to rate increases.

A.l.l.A.tft. *-Yes. The l)department continues to believe the analysis of the rate trends for the

period 2013 through 2018 presented in gyi+s direct testimony, and repeated in the chart

below, is an accurate representation ofthe key cost drivers conhibuting to rate increases.

Comparison of Changes to GMP Cost of Service - 2013 Recorded to 2018 Settlement

Formatted: Normal, Llne spacinq: Double
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ln S1,00(h

Purchased Power and Production

Net Transmission

O&M Platform, Other O&M and Savings

Rate Base Related costs

Depreciation & Amortization & Other

Taxes - Federal, State & Municipal

Return on Utility Rate Base

Less Affiliate & Other Operating Revenue

Gross Revenue & Fuel Gross Receipts Taxes

Cost to Ultimate Consumers

S4s,G11 Ss3,27o

s46,809 557,487

s55,673 s98,s3s

(s33,2s2) (s21,s83)

56,094 56,266

s603,724 5626,578

2013 Test

Year Actual

2018

Settlement

s289,1s4

528,878

5LO4,s7L

Dollar

Change

(S33,449)

(S2,7e8)

(512,s70)

S7,5s9

520,678

S31,852

S11,599

Sttz
522,8s4

s322,603

S31,675

5LL7,54r
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Over the period, Purchased Power Costs declined by $33.4 million and O&M has

declined by almost $13 million. Net Transmission costs, defined as transmission o&M

net of equity in eamings from subsidiaries have remained relatively stable with a $2.8

million decline. However, these cost reductions have been more than offset by a $60.2

million increase in rate base (capital and investment) felated costs. I have reDlQ(hgglhhis

chart in this surrebuttal testimony to make a clear conrrarisorr rvith lhe analvsis that I

comDlete l)elotv.

Qtt,Sll**[Iave you completed additional analysis to address the concerns raised by

Mr. Edmund Ryan in his rebuttal testimony?

'\llA.1 l. -Yes. 
h his rebuttal testimony' Mr'Eddie Ryan disagrges withobi€€ts the manner in

$,hiqb+*{/ray I+h€+epaetff$t}t heated transmission costs and describes two methods that
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he believes would be zm acceptable approach to the heatment of transmission costs.

Specific-Alll'. o0n pages 13 and 14 of his rebuttal he states:

aGMP believes that the appropriate rate drivers grouping for
Transco/VELCO investments involves either: l) separating the actual

transmission operating expenses paid to ISO-NE and Transco/VELCO
from the cost and returns created from GMP's ownership investments in

TranscoAy'ELCO (which is the way GMP looks at it as reflected in the

chart that GMP showed in the rate case workshop); or 2) combining all

three together in a single analysis.::

I agree rvith Mr. Ryan',s 1ogic. but I do not agree that+heDep&f+r*estseestse {'o8i€-€f

GMPh*li

presented the transmission costs consistent with the first method descrihecl bv Mr. Ilvan.

Ql3:Sl!. - ....... Can vou explain vour disasreement with l',Ir. Rvan ressrdinq_theD€-t4{}

"gr€3-lyith+he 
method GMP uses to group transmi$sion costs in its analysis of the

key factors driving rate increases?

*\.1-i)-A12-!'eSF1o. The table below shows the separate cost components that make up the Net

Transmission (including rate base costs) line used in the Department:s analysis and a

calculation of the rate base related costs of the investments in vElCo/Transco:

Net Transmission (lncluding Rate Base Costs)

ln s1,0o0s

J

4
5

6
7
8

9

10

1l

12

13

14

l5

t6

t7

18

l9

Operating Expenses

Equity in Earnings ofTransmission Affiliates

Taxes and Return on Transmission Estimate

Total

2013 Test

Yeal
Actual

20L8

settlement

5tr2,799
(S83,921)

s42,938

$71,815

Dollal

Change

540,224

(s43,022)

91s.991

s13,194

572,57s

(s40,8s9)

526.945

Ss8,622

20
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Mr. Ryan states thar[e GMP combines equity in eamings from Transmission with the taxes

and return components. However, oMB+hey do-e_s not show the resulting numbers

separately. Rather, c-t-v-{l_+hey combine.q Equity in Eamings from all sources with the

total return on rate base. In mr- opinion. this approach has the effect otT$eefte*-ei:'t\e

maskilg the contribution of GMl"si+*

non-transmission rate base investments lgto the ofglall increase in costs' Furthermore,

presenting the analysis in terms of eweighted percentages makes it difficult to determine

the nominal dollar contribution to increasing rates. Finally, when VELCO presents the

cost of transmission, jt:is*hey-a+e careful to show the O&M costs and the dividends

(r','hich sholV up as equrty in earnings from subsidiaries on GMP statements) together.

This is the approach that I used in my direct testimony.

e.f4.gl*._Please describe the results of the analysis showing each of the transmission

cost components combined: the second rnethod sugsested br'- Mr. Ryan:s-metlrod

srmbe+-?,

A-l,t i-f.l-3.- *For this analysisl+he$epar$neet used the information provided by GMP to

separate the investment in the transmission subsidiaries (VELCO/Transco) from the rest

of GMP's rate base costs and repeated the analysis shown in my direct testimony. The

advantage ofthis analysis ist that i1 morc*{ accurately reflects the total cost of

transmission paid by GMP ratepayers. The results of this analysis are presented in the

table below.
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comparison of changes to GMP Cost of Service - 2013 Recorded to 2018 settlement

ln $1,000s
2ol3Test zOLg Dollar

YearActual Settlement Change

Purchased Power and Production

NetTransmission (lncluding Rate Base Costs)

O&M Platform, Other O&M and Savings

Rate Base Related Costs (Excluding Transmission)

Depreciation & Amortizatlon & Other

Taxes - Federal, State & Municipal

Return on Utility Rate Base

Less Affiliate & Other Operating Revenue

Gross Revenue & Fuel Gross Receipts Taxes

cost to ultimate consumers

S4s,o11 Ss3,27o S7,6s9

s38,818 540,181 51,363

547,717 568,585 520,969

(s33,2s2) (s21,s83) s11,6ee

s6,094 s6,266 Sttz
5603,724 5626,s78 s8,537

s322,603

5s8,622

SLLT,54L

5289,1s4

s71,815

5104,s71

(S33,449)

S13,194

(S12,s70)
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The analysis shows again that over the period, Purchased Power Costs declined by $33'4

million and O&M has declined by almost $13 million. Net Transmission costs, defined

as transmission o&M, plus Retum on Rate base and lncome taxes related to GMP',s

investment in VELCO and Transco, net of equity in earnings from subsidiaries, increased

by 13.2million. However, GMP-s rate base related costs, even excluding transmission,

amount to a $30 million increase. Whilq_a lorver figure than I presentcd in my dirp.g!

lgslin$ny,.iI-..i$. ftil-lAgainr the single largest cost driver of rate increases over the period'

d,riving-rtft!-in€reati€r+

retur+lrato-t aso-ls-eon+rnr5,-to'+he*+rethstls-<lesp*ibedby-Ed<lieRyan'ns-tleingtho
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e<N{dbuti<*r-oFGM}rr*k*bmr*or*ts'{triaer€g'|to-in+6!e$-Furtherffrorerrrre$eB+ing{hg

ans,lysis in terms efl a weighted pereentages md.es it diflieult te deterrnirre the neniilittl

iarles-e*

Cl,4+t*+a*em€n+9r€Eelhe+ I .

I

Qf 6,$"l** *IIow do you respond to Mr.Sri** Otley's claims, on pages 2 and 3 of his

rebuttal testimonl', that you implied GMP's capital spending was increasing?

,q+S.A.l$,.......I-ffik"fbat this p..prtion -qf-M reflec-t.fl.p

misunderstandinqr*isehafs€{eFiza+ien of myj!4g[ testimony. My testimony reeardqrg

GMjllgeon+*selr+*ebeuf+heir level of capital spending wg^se+e made lvithin the context ol'

ttydsri*#he discussion of rate clrivers@ I directly stated

that rate base is increasing, and I referred to the level of capital spending and investments

projected by GMP to a rating agency. Even at the $85 million level of capital spending

proposed by GMB rate base will continue to increase unless depreciation rates are

adjusted upward. Furthermore, GMP continues to make investments in subsidiaries

(lvhich are caoitalized and included in rale baseJ, but are not sulr.iect to $85 million limit

cliscussed bv Mr. Otle-v. 'll,ose investments

an$,r*hie*r wiil also increase rate base. This will put upward pressure on rates.

IBE2]: Bri84 uls I Em mi$irg sof,dhitg dE
rspoa dF poirt you've alredy nedo
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Q.R*1$***Jq:g$onse.ltt-Question 6 on page 4 of his rebuttal testimonv. Mr.-ll*i*tr

otley*-+eb**+c states that you criticized GMPs long-term incentive program? Did

you intend to -gIitic ize GlIPos long-term Lncentive .plan?

$.*All*No. Mr Otlgy-jlhieye$.a $er mischaracterizes this nortioq of mv testirnon]'*+ien

@.IsimplycitedtheLong.termincentiveplarrtargetsasart

indication that rate base is likely to continue to increase. To be clear I have no issue with

the structure of GMP's long-term incentive plan. The GMP plan is substantially similar

to the long-term incentive plans of many investor owned utilities. Long-term incentive

plans are adopted to aligq management's incentive with the goals of investors to increase

the value of the frm. For most investor owned utilities long-term incentives are tied to

stock price and/or dividend growth. Generally stock prices and/or dividend increase

when earnings increase. Since GMP is not publicly traded, the plant values included in

their long-term incentive plan are a logical replacement for the stock price. As the level

of assets increase the rate base will generally increase. Increasing rate base will result in

increasing eamings and an increase in the value of the firm.

Q1$'Sll$*Please summarize your conclusions on the rate driver aJqalJ$is.

A.t$,.A16*There is absolutely no doubt that from 2013 lo 2018 the growth in GMP rate base

(even excluding costs associated with the investments in transmission subsidiaries) is the

primary driver rate increases. I do not be.lieve the! ittt is*o{ appropriate to isolate one

component of transmission costs while burying the offsetting equity in earnings from
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affiliates in a different category of costs. Again, this analysis confirms that the

Departmentls focus on GMP's capital costs and investments in subsidiaries is warranted.

Proposed Capital Spending & Investments

Ql$,{Jt?, -.,Do you support the proposed adjustmcnt to Transmission, Distribution and

General Plant rate base discussed in the testimony of Kevin Mara of GDS

Associates?

s. In hig suriebgfial tesilnony. M.L.Mara sta.t$$ that hp rcvises-bis <)ygrall capital

recluction recommendations to include in rates GMP's proiect for the f)irect'fransfer Trip

proiection to the Oltauquec:hee Hydro facilil.v. Otherwise^ Mr. Maxa rnaintains the capital

spencling recommendations that he rrresenled in his direct testimony. I sunnort Mr. Mara's

reconrnrendatir:ns-. which nre reflected in flre Departrnent's COS iiled as l'ixhibit PSD-

JMT:.3,-lern-reoommendingthattheGornmission-adopftho.adiushnents to-T&Doapital

speuelilrg ineluded in the testinreny of 1*€rhr J, Ivlars; ef Gtrts, rsseeiates lrie,; wliieh total

Qill,Q.l&_Has GMP's rebuttal testimonv altered the Departmentts recommendation

that the lleat-Pump Water Heater (HPWH) products be excluded from rate base!'
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A I 8. No. The Department's analysis of the information provided in Josh..lcgg[2ggg3y'sl]xhjbi!

OIr4P-JC-3(rev) shorvs that the project*ptea<lsheert does produces a nominal ratep.ayer

benefit. However, that benefit is highly dependent on the assumption of incremental

energy use;[b${wHs. In cMP's d iscovery responsehi*+espease{e DPS3. Q I 4. d,'

MlJesh Castonguay and Craig Ferreira of GMI) indicated that GMP does not have

information on what types of water heaters the new Heat-Pump Water heaters replaces

(i.e. r.vheiher ths.r.eplaced heatei's r".lse frrssil lluels or eleotricity). If the ngyg HPWHs

replace<{ electric heat pumps, usage may aptually go dou'ngedone, not up, thereby

eliminating any benefits and p--qlentially-eve{i resulting in a slight cost in terms of lost

margin from sales. Additionally, GMP has not implemented the technology required to

control these devices for the benefit of all rate payers. These devices are readily available

consumer products. F'g$s this proiect.-ease the concems about a regulated monopoly

competing in an unregulated business should outweigh the minor benefits. A"lb

llqw-bge**ond rate base treatment for commercially available, behind:-the:-meter

consumer products; soley because they may provide incremental benefits c1gdgs-1gauH

establish a rnisaligned, open-ended regulatory policy-@. If

that were the case, there would be no logic for excluding toasters from rate base.

AA&

Until GMP has implemented the ability to conhol these devices for the benefit of all

ratepayers and can confirm the stated benefits, the Department recommends excluding

them from rate base to remedy the competitive advantage created by GMP's monopoly

position and the regulated rate ofretum on the investment.
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Qa.l,St9:-Have@ Brian Otley or Josh Castonguay$lglfg!

testimonieq changed the Department's recommendation that the Tesla Powerwall

products be excluded from rate base?

*\21-,Al!. . No. The Department still has concerns not iust about lhe scale olthe nilot proiecl.

but also about whether the project will yield any benefits to non-participating ratepayers

refiein. As cliscussed in m<)re cletail below^ after c<Eductilrs a thotouf.Ih{-l*o$gh analysis

of the spread-sheet used to develop Exhibit GMP-JC-3 (Rev.)-.ineh*<ted hr.rebutted

@ the Department has cg{rcludgsleleaCy-es+eblished that

non-participating rate payers will provide a significant subsidy to Powerwall program

participants in the near term future. GMP's own-nelflg$gl[{.alug (:NPV) analysis

shows that non-participating customers will not see a positive NPV until year ten.--One

of the Departmentls criteria for including commercially available consumer products in

rate base is that no such subsidy occur. This fac-lor alon-e-should-lvarrant-keeping the Tesla

Porrye_n&'all prpjcct out of rate baie in this case, I.lorvever.*Addi+ielxrllr in his sunebuttal

testimony on behalf Of the De , Christopher C. Dawson of GDS Associates

explains how GMP's projections likely overstate the benefits of the program and

concludes that "the Powerwall progtam cannot be deemed necessary or cost effective."

Qil,$."?$, *-E!fqt Please provllgcd additional details on the Denartrnent's

analysis showing that non-participating rate payers will provide a significant

subsidy to Powerwall program participants.
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I '4?A',$.?0-. .The Department sorted the information provided in ExhibiF GMP-JC-3 (Rev.) by

2 product line. The-eor he results for

3 the Tesla Powerwall project are shown in the table below.

Tesla Powerwall Pilot Cost(Beneflt) Analysis' 2019 Rates

'Monthly 
Revenue

Sales

Power Supply Savings

Depreciation Expense

Return on Rate Base

Subtotal Ratepayers Cost(Benef lt)

lnnovative Program O&M*

Total Ratepayers Cost(Benefit)

(s173,070)

(s219,000)

(s682,3s3)

Sgzz,qo+

S764.003

$66t,98q

5L75.757

$837,741
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*All@ated based on the capltallzed A&G from GMP in dlscovery rospons€ DPS3.Q10.c.

The table above demonstrates that even before includingc Innovative Program o&M

and dssuming the Power Supply Savings projected by GMP' current ratepayers are

subsidizing customers participating in the Powerwall innovative pilot by at least

$661,984 cluring tlre rate year. GMP did not provide the De0g$lUgil arequested

allocation of Innovative Program O&M-h-fl&-absgnsg-Afthi!-datA";-so the Department

allocated this cost based on the Powerwall program:.s share of Capitalized A&G.

Assuming this allocation of Innovative program O&M, the amount of the subsidy

increases to over $800,000 during tlre rate year. The Department's analysis Abq excludes

Capitalized A&G. which as I discus it is not benefit to ratepayers.
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a3&*3L_Please explain why capitalizingA&G does not provide a saving or benefit to

ratepayers.

,.\**Ail.-*Simply put, capitalizingA&G means that the ratepayers will payA&G over time

instead of in the year the cost is incurred. For example, if GMP capitalizes a dollar of

A&G ratepayers will pay a dollar less in O&M in that year. However, GMP will add that

dollar to rate base and customers will pay that back that dollar in depreciation over time.

Because GMP adds capitalizedA&G to rate base, customers will also pay retum and

taxes on the undepreciated amount ofA&G. On anNPV-lretpresent+alue basis, the

amount ratepayers pay for capitalizing a dollar ofA&G is approximately equal to

expensing a dollar ofA&G. There are no savings to rate payers over time. Any change

in rates is temporary.

The Department is concemed that CMP has included the impact of capitalized A&G as a

savings and represented that GMP investors will share that benefit through the IO&M

P]ailbm *tllat was- apFroved bY

ZZZgJsa+i lf thatPE{sg{g4 is hue,

duringtheperiodof50/50sharin@,ratepayersarepaying

approximately $1.50 for every $1.00 of capitalizedA&G on preseirt value basis. While

the Department is not makins.a specific rate adjustntent recommendation reeardins

capikrlized A&G irr -this case" it is. an issue of concern tlrat the Denartrnent vvill continlte

to.rnonitor an<l rlotentially raise in l'utule rate procgedings, @

| ^r^ 
I dis!:uss the. p&M Pl3itor$ i! moreSgrail 9q page! q7- otl fn1'-direct JgsliJlq0v - ---- - - - -'- -:1" "
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<l*d<i*tional**eorol+@"this-i*su<*n&*ese*e,"-$h€-rigbFt$-$ddrer+s-t+liri

@

RECs Held for Sale

QA4,Qee-In his direct testimonyrMr. McNamara:s recommended that REC inventory

be removed from Rate Base. Has GMP accepted that recommendation?

Al4,.A|?.--.*Yes. GMP generally supports the ratemaking proposal to move away from an

inventory approach to REC accounting where there is no contractually assigned price.

For RECs currently in inventory. GMP has agreed to eam aletum on this inventory

balance based on their short-term debt bank loan interest rate.;*nd GMP a[go proposes to

. work with the Department to develop a plan to transition away from the current REC

inventory approach, and the disposition of REC:s cunently in inventory as part of jlgthei+

Multi-Year Rate Plan.

Capital Structure and Cost of Capital

Q3.$.92I__Does GMP agree with Mr. Baudino's recommendation to lower GMP',s cost

ofdebt?.

A.3SA?L_Yes. In j${hei+ revised coS, GMP updated interest rates to reflect the actual

interest rates on the September and December 20 1 8 long-term debt issuances a 4.50%o

interest rate on the remaining 2 other projected long-term debt issuances.

Storage/Solar JV Projects

J

4

I'
6

7

8

9

I'o
ll

l"
l3

t4

15

16

17

l''
t9

20

2l

22



I

2

3

4

5

6

7

8

9

l0

ll

t2

l3

t4

t5

t6

17

l8

t9

20

2t

22

CaseNo. l8-0974-TF
GMP Rate Case

PSD Direct Testimony of Brian E. Winn
October 8,2018

Page2}of23

A*$-"SA* ..tlave thc Dc

assurance lbr th_e three Joint-Venture solar/storage nroiects included in this rate

case?

f+ej€€ts+

446;A24. Ybs, ln its direct lestimon\,. the Department identified a series ol'concerns *

r.egeu.<ling the uncleil-ving assunrrrtions included in GMI)'s financial analvses lor

the three .lV prqiects include<l-in this rate caqe. 'l'he Departrnent reconrnrelrded

fbet ttre..Conudssio.[all9gi prgleqts irrto rates-.only jJ'CMP ptsv]idgr a

financial.assur-A.nce tg protgct ratg payc.! fig.lll po:cnlial do)vnsidg-fisk {s-$ociated

lvith these proiects. Both GMP and the l)epartment also presented testimonv on

tbis issue in C'ase 17-5003-PEl'. rvhich involves the Seclion 248 review ol'the

nroposed Millon JV project. On Septembef 25. 2018. GMP and the Depafiment

filed an MOll in Case l7-5003-Plil'\,vhich establishes fidancial and peformance

as$ulance mcchanis

case. I have Aitachecl a copy oflhis MOU :r: Exhiblt PSD-BI]W'4, The

Departmeot is satisfied that the financial and performance asstrance nechanisms

in the Mo[J qufficiently addreqqeq the concemc raised bv the DeDaftment

regardling JV pro-iects.'Ihe L)eoartment therelbre nolv recommends that thev be

includlecl in rate baqe s() long a{ the C-ommi{sioll sdopts ihe fin$ncial and

pe_rlorma:rce assurance nlechanisrns isQlude<l-in 1he M0U..$h*Depsrtnne*9$r'iew

is there is n need te olrsure a bala$ee eFequities rvith, respeet to these Proj€ets ar}d
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st)ff.rp*rFdid4ola vo

p*eeurefilent preeess fbr th€ bafiery eempouents of the prqje€ts: The Dep{xtment

w*s pr€vi€led with oe esnt€rnperrmesus deeurrentatiotl defirotlstrtlti*g the GMP

eYftluflt€d alt$na

eeeinorr+ie trenefits sinee the nrarket priee foreee{tts rve{s gene{ft'lly ol#itEi$lie'

paybook*inreand.4L+vok*i.1i.fy..{l$soei{}t6d..w.it}r-.the-market pri6o-r.i$k-fll.rd+he Pertbr'man€€

ef+lre asset, On the etlrer hand; GMP and tlre prqieet illvestors rvill etxrr returns rvith

little rislft Tlpse fet$rns 6u'e bir€k$teppecl bY rftte pat'er lneney an€l thtls; sbsdnt

A3%$3e5s_Will the risk sharing mechanism provided for in the MOU adopted in Docket

17-5003-PET provide the financiat assurance sought by the Department?

M7. A25. Yes. TheMOUprovidesamechanismtotracktheprojectg'sperformancewith 4'--

respect to the realizedvalue associated with the Regional Network Setvice, Forward

Capacity Market and Regulation Service from these projects. Annually, GMP will

prepare a l0-year NPV forecast, updated for the actual values rbceived to date.- In years

five and ten, these values will be compared to the original NPV estimate, and if the

difference is greater than a 15 percent dead band, a rate adjustment will be calculated.

The rate adjustment calculation will segregate the volume risk from price risk. GMP will

Formatted: Indent: Left: 0", Hanging: 0'5", No bullets or
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assume different portions of each risk. The MOU also requires GMP to adopt a more 
.

comprehensive process to identiff the system need, consider all viable altematives and

conduct competitive procurement for contractors and components. Ferthor{€fa,i+s-6+{$e

@e Department's position is that this MOU provides

adequate fi nancial assurance for-tl+e rate-payers.

Q3effiS*Does the Department still have reservations about the way GMP is

accounting for the year-one llvnothetic4l Liquidation at Book ValffiLBV) and

developer fee?

AeC 426. Yes. In his direct testimony, Terry Myers of GDS Associates, Inc. raises a concern ' . .- -

regarding how GMP is treating the HLBV and the up-front developer fee when its

{itr*ageAi<*rx-l<*nt-Ve+rture€-JV} projects are put in service and oiher concems

regarding pote[tial IR$-treatmont of CMP-'s proposed ilccounting fbr these projects' fufuq

<iiscuss-cd thege poinls in nr-v direct testimorlv. On paee 9 oflhis rebUftal testi.r-Ironv'. Mr'

Kirk shields aclinoq4edsed that <l4rhether the tr{s will ilnpose a recapture of the

linvestment ta:r creclirl" is a financial risks tlrat is "GMP's, meanirrg that if [itl occurs

GlvlP rvill bear the costs rvithout the potential of recovery or relief from cLrstoners." 'Ihe

concerns identilied-by Mr. Mt'ers afe absfraot and ilthev occur. thev will al'l'ect a luture

s1p n|ocqq<lin& lkxvci:AtlbsJ9pa4p-a$..rei$dlhpsej$seslrt.Lhelquu$lr9ltl)

9-n[$..f.9 that lf]thq.risks i Ml'e.{s ru.Atetializ"-e,.Jbqn it is the Depj}rtmg$:$

-e_xpscl_q,1-ip-n-1!lat -G-Mll*-np-t..itc.-ra1--e-pay--e--r-s.,.li:ill..-bp r"e-sp--qnp"ib!-e-,&r a$-s.ua],illgj!Le, finans-ial
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responsibilitv hom those risks. ll,ased on ML Shields's te$tim{)nv. it appears that GMP

agress with that Position.

beuents wo$ld be ts &no

($l),Q!!-Does this conclude your testimony?

4,4+ A27. Yes.
Fomatt€d: Indent: Left: 0", Hanglng: 0.5':, No bullets or


